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: STATE SOCIETY ACTIVITIES | 











Calendar of Events 


April 10—Regular Meeting of the 
Board of Directors. 


April 10—Society Meeting. Subject: 
Termination of War Contracts. 
Location: Waldorf-Astoria Hotel, 
Lexington Avenue and 49th Street, 
New York City. 


May 4—Regular Meeting of the Board 
of Directors. 


May 8—7:45 P.M. Annual Meeting 
of the Society. Speaker Honorable 
Frank C. Moore, Comptroller of the 
State of New York. Location: 
Waldorf-Astoria Hotel, Lexington 
Avenue and 49th Street, New York 
City. 





Prize Essay Contest 


The Committee on Publications 
wishes to remind the members that 
the 1943 Prize Essay Contest closes 
on May 15th. Full details are given 
elsewhere in this issue. 





Federal Tax Ruling 


Mr. Ben S. Agren, C.P.A., mem- 
ber of the Society, has received a 
tuling from the Commissioner of 
Internal Revenue to the effect that 
federal and State transfer taxes on 
sales of securities are deductible in 
computing 1943 Victory tax net in- 
come, regardless of whether the tax- 
payer is a trader or an investor. 





Membership in the Society 


For a number of years the Society’s 
membership has grown steadily. The 
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Membership Committee believes that 
this growth will continue. The So- 
ciety does not conduct any organized 
drives for membership, but does ex- 
tend an invitation to those who have 
passed their C.P.A. examinations or 
who have received their C.P.A. cer- 
tificate to* become members. 

The Committee suggests that each 
member check through the roster of 
members of the Society contained in 
the 1943 Year Book which has just 
been issued, to see if the name of a 
partner, associate, employee or friend 
is missing and, if so, to make every 
effort to secure his application for 
membership into the Society 





Regional Chapter Conference 


The Eleventh Annual Regional 
Chapter Conference of the New York 
State Society of Certified Public 
Accountants will be held Thursday 
and Friday, September 7 and 8, 1944 
at The Sagamore Hotel, Bolton Land- 
ing, Lake George, N. Y. 

The conference in past Years has 
been held in the latter part of June, 
but due to a number of reasons it has 
been decided to hold the conference 
in September this year. 

The Sagamore Hotel is an ideal 
location for a conference and.mem- 
bers are urged to plan now to attend. 
The program will be devolped dur- 
ing the summer months and will be 
of real interest to every member. 


George H. Weber 


George H. Weber, a member of 
the Society since December 1918, 
passed away on November 29, 1943. 

RE CT 
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The New York Certified Public Accountant 
Announcement of 
1944. PRIZE Essay CONTEST sa 
the 
the 
The Board of Directors of the Society has authorized the Com- “i ; 
mittee on Publications to conduct a prize essay contest, the met 
essays to be on a subject of interest to the accounting profession 0 
and suitable for publication in The New York Certified Public 1. ¢ 
Accountant. Prizes in the amount of $150 for first prize, $100 fess 
for second prize, and $50 for third prize are offered. 
The general rules of the contest are as follows: 
All papers shall be original and the manuscript shall be typed in and 
duplicate on 81 x 11 stationery, double or triple space typing, and et 
should not be more than 5000 words. ee 
* sing 
The name of the individual submitting the paper should not appear tribt 
thereon, nor should there be any other means of identifying the a 
manuscript, which should be accompanied by a covering letter sa 
giving the contestant’s name and address. orga 
te : coun 
When submitted to the judges, each manuscript will be given a = 
» key number of identification. not 
be also 
Manuscripts should be forwarded to The Managing Editor of The “ 
New York Certified Public Accountant, 15 East 41st Street, New pstinen 
York 17, N. Y., on or before May 15, 1944. Awards will be We | 
announced as soon thereafter as possible. ful 
Pai tunit 
that 
All papers submitted shall become the property of the New York cate 
State Society of Certified Public Accountants and shall be avail- Back 
able for publication in The New York Certified Public Account- e+ 
os ; u 
ant. The decision of the judges shall be final as to what papers W 
may be entitled to prizes. yehe: 
Pre: 
Public 
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Internal Control—From the Viewpoint 
of the Internal Auditor 


By Witt1AM H. GARBADE 


UR meeting here tonight may 
prove to be an event of out- 
standing historical significance in 
the field of auditing generally. To 
the best of my knowledge, this is 
the first time that any state society 
of certified public accountants has 
met formally with The Institute of 
Internal Auditors to discuss the sub- 
ject of Internal Auditing. Certainly 
in the years to come these two pro- 
fessional bodies cannot fail to place 
greater emphasis on the growing 
interdependence of their activities, 
and thus recognize the vital need 
for continuous exchange of ideas 
and crystallization of viewpoints on 
subjects of common interest. 
During the Institute’s brief two 
and a half years of existence, no 
single group of individuals has con- 
tributed more to its sound growth 
than our associate members, the pub- 
lic accountants. And today with 
new chapters of The Institute being 
organized in other sections of the 
country, we continue to receive un- 
stinted support from the public ac- 
counting profession, as evidenced 
not only by their membership, but 
also by their enthusiastic partici- 
pation in all of our programs. 
Tonight’s meeting is yet another 
example of this cooperative spirit. 
We of The Institute are indeed grate- 
ful to the Society for this oppor- 
tunity to get together, and trust 
that you will allow us to recipro- 
cate within the near future. 


Background for Modern Internal 
Auditing 
What is this job called “Internal 
Auditing?” Where does it begin 


and end? To whom does it report? 
What are the qualifications of a good 
internal auditor? Should the func- 
tion be limited to accounting and 
financial matters? Should it include 
methods and systems? To whom 
should reports be addressed? What 
should they contain? 

These and hundreds of similar 
questions of specific technique could 
be explored at length at this type of 
meeting. Fortunately, however, all 
of you enjoy a practical working ac- 
quaintanceship with the subject, and 
are fully cognizant of the extreme 
variations in views and practices 
among different industries, among 
different companies in the same in- 
dustry, and even among different 
branches of the same company. 

For this reason our discussion to- 
night might draw more real interest 
if I focus my remarks on the funda- 
mental factors which have caused 
industry to promote internal audit- 
ing to a key position in the general 
scheme of internal control. And I 
emphasize the word “promote”, be- 
cause you well recall the day when 
internal auditing, the proverbial 
“orphan in the storm”, started with 
a cash account, devoted endless hour 
to five-cent differences, and finally 
ended with a bank reconciliation. 
And when an office manager would 
gladly exchange his periodic audit 
for a surprise visit from his mother- 
in-law—she was relatively tolerant. 

In fact, this was during the same 
period when: public relations was 
“something” handled by a clerk in 
the advertising department; when 
management engineering was “some- 
thing” performed by a draftsman; 
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when employee relations was “some- 
thing” under the supervision of a 
high-grade clerk in the payroll de- 
partment; when budgetary control 
was “something” connected with 
Government finance. (In other words, 
before Mr. Sinclair’s book “Budget- 
ary Control”. Since then, industry 
has adopted it and government has 
discarded it.) (Laughter) 

Yes, industrial management adopted 
these and many other new tech- 
niques to combat certain basic short- 
comings in big business enterprise: 
Mass production alone was not 
enough. Scientific distribution and 
selling methods were equally vital. 
Gigantic mergers, amalgamations, 
and consolidations did not necessarily 
spell efficiency. Instead, they fre- 
quently made it more difficult to 
diagnose operating weaknesses, The 
real wages of labor increased, but no 
increase in rates could compensate 
for excessive unemployment. Work- 
ing conditions improved, true; but 
the gap between policy-making 
management and labor widened. 
Similarly, the gap between stock- 
holders and policy-making manage- 
ment continued to increase. 

In a somewhat general way we all 
know the parts played by public ac- 
counting, public relations, manage- 
ment engineering, and budgetary 
control in correcting certain of these 
weaknesses. Now let’s turn to In- 
ternal Auditing, its unique charac- 
teristics, accomplishments, and op- 
portunities. 


Internal Auditing’s Unique L 
Characteristics and Opportunities 


With its origin in the accounting 
field, internal auditing derives its 
distinctive position in the sphere of 
managerial control from a series of 
peculiar characteristics which are 
not common to other staff depart- 
ments within the organization or to 
public accounting staffs. In other 
words, these qualities make internal 
auditing a “natural”, if you will, for 
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use by top management in establish- 
ing and maintaining enlightened 
internal control. 


Prejudice 


The first of these inherent charac- 
teristics is prejudice, or partiality, 
bias, or loyalty—whichever happens 
to be your viewpoint. Compared 
with the public accountant, the in- 
ternal auditor is partial toward the 
company under audit because his 
client is his employer. His monthly 
pay envelope and his future career 
both depend upon the long-term 
success of his employer. Moreover, 
every day of the year is devoted to 
the same single job. 

Clearly, this form of bias limits 
the scope of internal auditing—pre- 
vents the profession from truly rep- 
resenting the interests of stock- 
holders, for example. Yet, from the 
managerial point of view, this draw- 
back becomes a high-grade asset. 

Picture, if you will, two different 
audits of accounts receivable in the 
branch office of a wholesale food 
distributor. The first—that of the 
external auditor—reports balances 
in an excellent statistical position, 
controls functioning in strict accord- 
ance with the textbooks, and collec- 
tions improving materially. The 
only criticism concerns several vio- 
lations of established credit limits. 

A second audit covering the same 
identical conditions, but performed 
by the internal staff, calls manage- 
ment’s attention to the following 
facts: 

Notwithstanding a substantial in- 
crease in all classes of business, 
there occurred a decline of 5% in 
credit sales to civilian accounts which 
can be traced directly or indirectly 
to customer friction attributable to 
defective collection procedure. Fol- 
low-up letters frequently reached 
customers a few days after monthly 
statements, and dun letters were 
timed without regard to special cir- 
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Internal Control—From the Viewpoint of the Internal Auditor 


cumstances reported by the sales 
force. 

At the root of the problem was 
found an insufficient and cumber- 
some posting procedure which de- 
layed mailing of statements to cus- 
tomers. Unwilling to face an im- 
paired statistical position caused by 
this condition, the collection depart- 
ment released follow-up letters on 
normal schedule. You know the 
answer. 

As tor violations of established 
credit limits, the internal auditors 
found that no upward revisions had 
been made to take into account war- 
time increases in minimum quanti- 
ties delivered in the firm’s trucking 
equipment. 

Obviously, the internal auditors in 
this case performed a real mana- 
gerial service, and corrective meas- 
ures were taken before the examina- 
tion was concluded. 

The external auditors, equally as 
thorough, and equally as truthful, 
quite naturally regarded it beyond 
their field to investigate the causes 
for, and the end results of, what 
appeared to be simply an “agegres- 
sive” collection policy. Thus, the 
employee attitude in audits usually 
carries with it a strong desire and 
direct incentive to explore all phases 
of a problem, regardless of whether 
it has any immediate bearing on the 
financial reports. 


Company Training 

The next important distinguish- 
ing characteristic of internal audit- 
ing is a background of company 
training. To the extent that most 
companies draw upon their own or- 
ganization for from 50% to 100% of 
ther internal auditors, it is second 
nature for these men to make all 
examinations in the light of com- 
pany policies, standards, and objec- 
tives. To general management this 
is of primary interest and impor- 
tance. 


1944 


The degree of civilization of a 
community may be measured by its 
rules of conduct, including laws, reg- 
ulations, and customs. The same 
holds true for corporate enterprise. 
All phases of a concern’s business 
life are influenced and regulated by 
its own distinctive conventions, known 
to businessmen as principles of oper- 
ation, general policies, programs, 
plans, procedures, rules, regulations, 
and traditions. Many of these are 
written and available to all em- 
ployees affected by them. Others 
are simply “handed down” orally 
from generation to generation and 
accepted as gospel by everyone in 
the company. In scope they range 
all the way from observance of 
Memorial Day as a holiday to financ- 
ing through debt versus equity. 

In a highly decentralized organi- 
zation structure, divisional or branch 
management is authorized to con- 
duct most of its affairs within broad 
limits without reference to the top- 
most management structure (the ex- 
ecutive committee, for example). 
Yet. governing the activities of each 
division. there are major policies 
which are intended to establish the 
general character, the basic objec- 
tives, and the broad pattern of op- 
eration, a constitution and _ bill-of- 
rights, if you will. Further down 
on the organization ladder, the policy 
becomes a procedure, and the proce- 
dure is translated into job analysis. 
But they are all predicated on, and 
in support of, the general plan of 
operation. 

No phase of managerial control is 
more important than the mainte- 
nance of, and adherence to, a sound 
set of policies for all levels and all 
segments of operation. 

The internal auditor, as a “com- 
pany man”, should be as familiar 
with managerial policies and their 
application as he is with his own 
chart of accounts. - Consequently, 
every assignment carries with it the 
obvious duty to investigate devia- 
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tions from policy, even though there 
is no financial or reporting risk in- 
volved. Through this medium, man- 
agement is assured that serious de- 
partures from prescribed methods 
are being corrected—either through 
improvement in operation or, what 
is frequently more important, im- 
provement in policies. 





For purposes of illustration, let’s 
take the case of the internal auditor 
in a metal-processing plant. Dur- 
ing the course of his physical verifi- 
cation of fuel supplies and analysis 
of fuel consumption, he finds that a 
certain grade of heavy fuel oil is 
maintained at a temperature of 160°F. 
before pumping to the boiler. From 
his experience in other plants, the 
auditor knows that this grade of 
oil will pump satisfactorily at 120° 
F. but a check, on the other hand, 
shows that there is no departure 
from local instructions. Full in- 
vestigation subsequently discloses 
that the present arrangement of steam 
coils, dating from 1932, is faulty, and 
that heat is wasted throughout every 
winter. Correction in earlier years 
was not economically feasible for 
the company in view of the low level 
of fuel oil prices, and the project 
was subsequently lost sight of with 
changes in personnel. Under pres- 
ent-day levels of fuel costs and 
scarcity of supply, however, the work 
will be rushed to completion at a 
substantial saving to the company 
and also to the war effort. 


Other critical aspects of the policy 
and procedural review center about 
the company’s compliance with con- 
tract terms, and Government regu- 
lations. Except for certain excep- 
tional and highly technical cases, 

, the company-trained auditor can and 
should test adherence to all contract 
provisions, with particular reference 
to such items as: 


1. Delivery dates and penalty 
or bonus payments. 
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2. Specifications of finished prod- 
ucts. 
3. Inspection methods. 


Where the firm’s output eventually 
finds its way to the armed forces, 
this type of examination is even 
more essential. I need only refer 
in passing to the irreparable damage 
which might have been avoided by 
several war contractors recently if 
their internal auditing function had 
embraced some kind of product in- 
spection. 

In the realm of Government regu- 
lations generally, the company- 
trained examiner is almost indispen- 
sable—especially under present con- 
ditions. An internal audit of prices 
billed to customers, for example, 
now includes check for compliance 
with instructions intended to inter- 
pret four or five major laws such as 
the Robinson-Patman Act, in addi- 
tion to ‘the customary verification 
with company price schedules. The 
same is true of wages, taxes, employ- 
ments, and inventories. True enough, 
the internal auditor may sidestep 
these responsibilities, but only at 
the risk of serious embarrassment 
to management. 


Objectivity and Independence 


It has frequently been claimed and 
often demonstrated that appoint- 
ment to the Supreme Court is a sure 
cure for partisanship. The reason, 
of course, is simple. With no axe to 
grind and no retaliation to fear, the 
individual finds himself in an atmos- 
phere conducive to perfect justice. 
Without even hinting at any analogy 
between the two functions, some- 
what the same type of change should 
occur in an individual with his ap- 
pointment to the internal auditing 
staff in any large organization. For 
the first time in his career with the 
company he is no longer responsible 
for a set pattern of line operation 
and accountability. For the first 
time he is in a position to appraise 
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Internal Control—From the Viewpoint of the Internal Auditor 


an individual or operation without 
regard to “what the boss thinks 
about it”. For the first time he en- 
joys a perspective of his company 
which portrays the forest instead of 
the trees. This perspective, a knowl- 
edge of the concern, independence, 
and imaginative ability, are just the 
ingredients which management re- 
quires for comprehensive audit re- 
ports and many other types of spe- 
cial investigations. 

Unfortunately, however, these quali- 
ties of objectivity and independence 
of routine do not just “happen”, nor 
do they automatically perpetuate 
themselves with a firm. Just the op- 
posite, in fact, is true. In a typical 
company where the general auditor 
reports to the controller, there is 
the age-old tendency to transfer to 
the auditing department almost any 
accounting routine in which an audit 
disclosed weaknesses. The attitude 
is taken, “if the auditors are so well 
qualified, let them do it”. 

Within the past two weeks my 
attention was drawn to a national 
firm whose internal auditing depart- 
ment had taken over complete re- 
sponsibility for the corporation’s 
taxes, including preparation and 
filing of returns. It all seemed to 
happen quite naturally several years 
ago following a routine audit, and 
subsequently a detailed investigation 
which properly disclosed the need 
for complete reorganization of tax 
work. The auditor who supervised 
the study was eventually chosen to 
manage the new tax department, but 
he remained under the direct super- 
vision of the general auditor. You 
know the result. Tax problems took 
over the department’s administration 
with an accompanying serious de- 
terioration in quality of audits. To- 
day the company has an excellent 
tax department, but no internal aud- 
iting department. 

Although there is no unanimity of 
opinion on the subject, it is my be- 
lief that many of the best internal 
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auditors gradually lose some of their 
objectivity, perspective, and enthusi- 
asm when they stay on this type of 
work for indefinite periods. There is 
a particularly noticeable tendency 
toward lack of understanding for 
the “operating” viewpoint after an 
individual has been freed from oper- 
ating problems for some time. 
Planned turnover through promotion 
and transfer from auditing work on 
a staggered basis is one logical solu- 
tion to this problem. It is also a cer- 
tain guarantee against stagnancy. 


Mobility 

The last natural characteristic of 
internal auditing which I plan to re- 
view this evening is its independence 
of organization lines and mobility. 
Under normal conditions, the inter- 
nal auditing staff is the only group 
in a company whose regular assign- 
ments require access to every part 
of the company’s activities. During 
the course of a year, every branch, 
every department, every plant, and 
every layer of management, from 
the labor foreman to the president, 
has had contact with internal audi- 
tors. Above all, these relationships 
are on a man-to-man basis without 
regard to salary or rank, and thereby 
encourage frank, unbiased discus- 
sions. 

It is primarily for this reason that 
the internal auditing department 
should constitute an ideal clearing 
house for the dissemination of new 
ideas. In spite of all the routine 
channels provided for inter-division- 
al or inter-departmental flow of in- 
formation concerning the “building 
of a better mousetrap”, seldom does 
a good audit fail to publicize—to the 
proper authorities—a new idea which 
might be used profitably somewhere 
else in the company. Conversely, 
seldom does a good audit fail to leave 
with local personnel some profitable 
suggestions for more efficient opera- 
tion from a cost standpoint. 

In precisely the same way, inter- 


30) 


nn 








The New York Certified Public Accountant 


nal auditors are perhaps the only in- 
dividuals who can regularly test the 
accuracy of interpretations placed 
on managerial policies by the “man 
on the job”. Within some companies, 
instructions are rewritten two or 
three times before reaching the in- 
dividual who is being “instructed”. 
Since they are usually familiar with 
the “thinking behind the policy”, in- 
ternal auditors are ideally qualified 
to appraise the ultimate procedures, 
instructions, and their practical re- 
sults in the field. 

When the present manpower 
emergency has subsided, internal 
auditing is likely to become, for all 
large establishments, a_ training 
ground for junior and senior execu- 
tives. It is destined to fulfill a key 
role in the general plan for rehabili- 
tation and replacement of promising 
men returning from military service. 
Largely because of its scope and 
mobility, the auditing department 
can offer a planned program for “on 
the spot’? study and review of the 
entire organization during a two- or 
three-year period. Simultaneously, 
the “trainee” will be making valu- 
able contributions to the company’s 
future operating and’ organization 
program, and assisting management 
to place him in the proper permanent 
job. 


Internal Auditing’s Future 


Throughout the course of this dis- 
cussion I have purposely steered 
clear of the routine audit functions 
as applied to strict accounting and 
financial matters. Although the im- 
portance of this field cannot be over- 
emphasized, I would much prefer to 
leave that phase of the subject for 
Mr. Sinclair who is really qualified 
to speak the language of the certified 
public accountant. 

The principal thought that I 
should like to leave with this group 
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this evening is that the internal aud- 
iting department enjoys certain 
unique qualities such as loyalty, in- 
dependence, company training, ob- 
jectivity, and perspective which 
qualify it as the key managerial in- 
strument of overall internal control 
—if you like, the “seeing eye” of top 
management. In so far as the word 
“auditing” limits its scope to tradi- 
tional accounting subjects, the term 
“internal auditing” is already obso- 
lete. To modern management the 
title means “internal control” in its 
broadest sense, including many 
types of special investigation for all 
layers of management. 

Gradually, farsighted internal audit- 
ing departments are demonstrating 
their ability to shift their viewpoint 
from the past to the future. Reviews, 
examinations, and investigations of 
previous trends and transactions are 
meaningless unless they assist in 
planning for a better future. Along 
with this change, look for industry 
to continue to broaden the scope of 
internal auditing into the field of in- 
ternal management engineering, a 
subject which has a vital bearing on 
the entire system of internal con- 
trol. 

In conclusion, may I simply call 
vour attention to the fact that there 
is still a committee in Washington 
headed by a smooth-spoken gentle- 
man from Missouri by the name of 
Harry S. Truman. He operates on 
the principle that, if we get the facts. 
the conclusions will take care of 
themselves ; and he’s been able to get 
some facts about suppliers before 
their own management found them 
—much to the embarrassment of all 
American industry. Looking toward 
the future, industry must choose 
now—immediately—between the vol- 
untary use of modern internal control 
to find its own facts, or the involuntary 
acceptance of Government agencies as 
their sources of information. 
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Internal Control—From the Viewpoint 
of the Public Accountant 


By Prior Sincvarr, C.P.A. 


F industry’s war production pro- 

grams are to be fully met, a basic 
necessity is a well devised system of 
internal control and constant attention 
to its performance by a capable and 
ample staff of internal auditors. 
Such a system provides, among 
other things, that information re- 
garding materials, their location, 
character and availability, and also 
information regarding material re- 
quirements, is promptly ascertain- 
able and is reliable. Failure in this 
respect alone and the resultant fail- 
ure to provide for an adequate and 
properly-timed flow of material into 
production and assembly will do 
more than any other one thing to 
upset and make impossible perform- 
ance in accordance with delivery 
schedules, a most vital necessity for 
the success of the war effort. 

I believe it will be helpful in the 
development of the subject to pre- 
sent a brief resume of the circum- 
stances which lead to the inclusion, 
in the short form of report, of the 
statement to the effect that the sys- 
tem of internal control and the ac- 
counting procedures of the company 
had been reviewed by the independ- 
ent public accountant. 


While references to the subject of 
internal control will be found in the 
many technical books dealing with 
accounting and published over the 
years, I think it would better serve 
our purpose if we traced the history 
of this subject as it appears in pub- 
lications by the Federal Reserve 
Board, the research bulletins of our 
professional societies, and in the reg- 
ulations of the Securities and Ex- 
change Commission. 





An early instance of reference to 
this subject is found in the bulletin 
issued by the Federal Reserve Board 
in April, 1917, in which there appears, 
under the caption of “General In- 
structions for a Balance Sheet Audit 
of a Manufacturing or a Merchan- 
dising Concern,” the following par- 
agraph: 

“The scope of a balance sheet 
audit for a fiscal year or other 
operating period of an industrial 
or mercantile corporation or firm 
comprises a verification of the 
assets and liabilities, a general 
examination of the profit and loss 
account, and, incidental thereto, 
an examination of the essential 
features of the accounting.” 


There is no doubt in my mind 
that the reference in that paragraph 
to an examination of the essential 
features of the accounting contem- 
plated that the independent public 
accountant would, by test and inquiry 
satisfy himself that the procedures 
of internal control were adequate 
and that they were being effectively 
performed. 

We find this subject dealt with in 
a later Federal Reserve Board bul- 
letin issued in May, 1929, entitled 
“Verification of Financial State- 
ments” which, in commenting on 
the scope of the work of independent 
public accountants, states that: 

“The extent of the verification 
will be determined by the condi- 
tions in each concern. In some 
cases the auditor may find it neces- 
sary to verify a’ substantial por- 
tion or all of the transactions re- 
corded upon the books. In others, 
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where the system of internal check 

is good, tests only may suffice. 

The responsibility for the extent 

of the verification must be as- 

sumed by the auditor.” 

It is interesting at this point to 
note that, while the general instruc- 
tions made reference to internal con- 
trol, nevertheless the suggested 
form of auditor’s report contained 
no reference to this company func- 
tion. 

Later, in or about the year 1932, 
a committee representing the ac- 
counting profession in cooperation 
with stock exchanges, undertook 
further consideration of the respon- 
sibilities of the public accountant 
and the content of the independent 
public auditor’s report, then more 
generally known as the auditor’s 
certificate. The study and inquiry 
had as one of its main purposes the 
objective of bringing to the public a 
more complete understanding of the 
significance of accounts, their value 
and their unavoidable limitations. 

The studies of the committee con- 
tinued for over a year and the nature 
of the inquiry and the conclusions 
reached are ably presented in a pam- 
phlet published by the American 
Institute of Accountants in January, 
1934, entitled “Correspondence be- 
tween the Special Committee on Co- 
operation with Stock Exchanges and 
the Committee on Stock List of the 
New York Stock Exchange.” 

The pamphlet refers to the matter 
of internal control in the following 
words: 

“Your committee (the commit- 
tee representing the New York 
Stock Exchange) is satisfied that 
the detailed scrutiny and verifica- 
tion of the cash transactions of 
large companies can most eff- 
ciently and economically be per- 
formed by permanent employees 
of the corporation, particularly to- 
day, when bookkeeping is to so 
large an extent done by mechanical 
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means, and that it would involve 
unwarranted expense to transfer 
such work to independent auditors 
or to require them to duplicate 
the work of the internal organiza- 
tion. Your committee, however, 
feels that the auditors should as- 
sume a definite responsibility for 
satisfying themselves that the sys- 
tem of internal check provides 
adequate safeguards and should 
protect the company against any 
defalcation of major importance. 
Unless so satisfied, the auditors 
should make clear representations 
on this point—in the ‘first place, 
to the management and, in default 
of action by the management, to 
the shareholders. Your committee 
also suggests that this limitation 
on the scope of the audit, though 
an entirely proper one, should be 
specifically mentioned in the com- 
mon form of audit report.” 


The report also contains a sug- 
gested form of accountants’ report, 
which became known as the “Short- 
Form Report” and, in due course, 
was largely in use. é 

The proposed form of report con- 
tained a brief description of the 
character and scope of the examina- 
tion performed. I now read that 
part of the certificate to which I 
refer: 

“In connection therewith, we 
examined or tested accounting rec- 
ords of the Company and other 
supporting evidence and obtained 
information and explanations from 
officers and employees of the Com- 
pany; we also made a general re- 
view of the accounting methods 
and of the operating and income 
accounts for the year, but we did 
not make a detailed audit of the 
transactions.” 


While the foregoing language 
does not include the words “system 
of internal control,” the references 
therein to accounting records, other 
supporting. evidence, information 
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obtained from officers and employees, 
and the general review of the ac- 
counting methods, all tend to indi- 
cate that the effectiveness of inter- 
nal control was of importance to the 
public accountant in reaching his 
opinion upon the reliability of the 
financial statements. 

Continued consideration of the re- 
sponsibilities of the independent pub- 
lic accountant led to the publication 
in the year 1936 by the American In- 
stitute of Accountants of a bulletin 
entitled “Examination of Financial 
Statements by Independent Public 
Accountants”. 

That bulletin, in an effort to de- 
velop a more complete public under- 
standing of the work of public ac- 
countants, its scope, limitations and 
the area of its responsibilities, stated 
as follows: 

“An important factor to be con- 
sidered by an accountant in for- 
mulating his program is the nature 
and extent of the internal check 
and control in the organization 
under examination. The more ex- 
tensive a company’s system of ac- 
counting and internal control, the 
less extensive will be the detailed 
checking necessary. For example, 
a plant addition in a large-sized 
company may be limited to the 
amount of a specific appropriation 
made by the administration; the 
work may be undertaken by a con- 
struction department, the funds 
may be disbursed by the treas- 
urer’s department and the whole 
be subject to review in the comp- 
troller’s department when the nec- 
essary entries are made. In such 
a case the accountant is obviously 
warranted in making a much less 
extensive check of the details than 
in a small company where the 
manager orders the expenditure 
and the bookkeeper makes the 
entries. 

“The term ‘internal check and 
control’ is used to describe those 
measures and methods adopted 
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within the organization itself to 
safeguard the cash and other as- 
sets of the company as well as 
to check the clerical accuracy of 
the bookkeeping. The safeguards 
will cover such matters as the 
handling of incoming mail and re- 
mittances, the proceeds of cash 
sales, the preparation and pay- 
ment of payrolls and the disburse- 
ment of funds generally, and the 
receipt and shipment of goods. 
These safeguards will frequently 
take the form of a definite segre- 
gation of duties or the utilization 
of mechanical devices. For ex- 
ample, the cashier will have no 
part in the entering of customers’ 
accounts or the preparation of 
their statements, and neither he 
nor the ledger-keeper will have 
authority to issue or approve cred- 
its to customers; the clerk record- 
ing the labor time and preparing 
the payroll will not be permitted 
to handle the funds; approval and 
entry of vouchers will be made by 
others than the disbursing officer ; 
and stock records and inventory 
control will be kept independent 
of both the shipping and receiving 
departments. The extent to which 
these and other measures are prac- 
ticable will naturally vary with 
the size of the organization and 
the personnel employed. 


“The detailed scrutiny and check 
of cash transactions of large com- 
panies can be performed more eco- 
nomically by permanent company 
employees. Where such a check 
is provided, the accountant will 
modify his program accordingly. 
Where the internal check and con- 
trol are necessarily limited or se- 
verely restricted, the examination 
to be made will be more compre- 
hensive in character; but no exam- 
ination should be regarded as tak- 
ing the place of sound measures 
of internal check and control, ex- 
cept in cases where the organiza- 
tion is so small as to make ade- 
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quate internal check impracticable. 
Except in the case of a small busi- 
ness, the cost of a detailed audit 
would be prohibitive, and the 
problem is to develop a general 
system of examination under which 
reasonably adequate safeguards 
may be secured at a cost that will 
be within the limits of a prudent 
economy. In the large majority of 
cases a detailed audit is not justi- 
fied and the accountant relies on 
various test-checks of the records. 
The extent of the examination and 
of these test-checks is essentially 
a matter of judgment which must 
be exercised by the accountant, 
based on his experience, on his 
knowledge of the individual situa- 
tion and on the extent of the inter- 
nal check and control.” 


It is interesting to note from the 
foregoing that, while the text of the 
bulletin elaborated upon the impor- 
tance of internal control in its rela- 
tion to determining the scope of an 
examination by independent public 
accountants, the suggested form of 
certificate is identical with that pre- 
viously presented and does not con- 
tain a direct reference to internal 
control. 

In 1939 a committee of this So- 
ciety was appointed to review cer- 
tain phases of auditing procedures 
and related matters. This committee 
worked in cooperation with other 
accounting societies, national and 
local, representatives of credit gran- 
tors and the Securities and Exchange 
Commission. 

The report of this committee was 
adopted at a meeting of this Society 
on May 22, 1939, and published un- 
der that date. The report dealt at 
length with other auditing matters, 
and the committee had the following 
to say in relation to internal control: 

“The discovery of defalcations 
has not been a primary objective 
of an examination incident to the 
issuance of financial statements 
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accompanied by a report and opin- 
ion of an independent certified 
public accountant, although such 
discovery has frequently resulted. 
In a well-organized concern, the 
principal reliance for the detection 
of such irregularities is placed 
upon the maintenance of an ade- 
quate system of accounting rec- 
ords with appropriate internal 
check and control. It is the duty 
of the independent auditor to sat- 
isfy himself that the system of 
internal check and control is ade- 
quate and sufficiently effective to 
justify reliance thereon.” 

This report also contained a sug- 
gested short form of independent 
certified public accountant’s report, 
which I will read in part: 


“We have examined the balance- 
sheet of the XYZ Company as of 
April 30, 1939, and the statements 
of income and surplus for the fiscal 
year then ended, have reviewed 
the system of internal control and 
the accounting procedures of the 
company, and have examined or 
tested accounting records of the 
company and other supporting 
evidence, by methods and to the 
extent we deemed appropriate.” 


Thus, for the first time in 1939 the 
recognized standard short-form re- 
port contained a direct reference to 
the system of internal control. The 
general use of that form of report 
has continued to the present. 

The principal accounting regula- 
tion of the Securities and Exchange 
Commission, known as Regulation 


S-X, provides in Rule 2.02(b) that: 


“In determining the scope of 
the audit necessary, appropriate 
consideration shall be given to the 
adequacy of the system of internal 
check and control. Due weight 
may be given to an internal sys- 
tem of audit regularly maintained 
by means of auditors employed on 
the registrant’s own staff. The 
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accountant shall review the ac- 
counting procedures followed by 
the person or persons whose 
statements are certified and by 
appropriate measures shall satisfy 
himself that such accounting pro- 
cedures are in fact being fol- 
lowed.” 


The foregoing review will evidence 
and emphasize that the introduction 
of the new language in the auditor’s 
report did not bring about any 
change in the public auditor’s re- 
sponsibilities in respect of internal 
control, but merely brought into the 
auditor’s report additional language 
in expression of a long-established 
condition. However, the additional 
language did serve to publicize the 
fact that the public accountant is en- 
titled to rely in part upon methods 
of internal control after establishing 
that, within the requirements of a 
balance sheet audit, such methods 
are in effective operation. 

Through the years since 1917 a 
tremendous growth has taken place 
in both the size and complexity of 
business and industrial activities, 
and in the corporate organizations 
through which they are conducted. 
One effect of this growth has been 
to bring to the forefront the impor- 
tance of adequate methods of inter- 
na! control and the relation of the 
internal auditor to the effective func- 
tioning thereof. At the same time 
the importance to the independent 
public accountant of this phase of 
corporate activity became more 
thoroughly recognized and under- 
stood. 

The primary responsibility for 
adequate methods of internal con- 
trol rests with the comptroller, or 
other official of the corporation 
responsible for the accounting. It 
is also the responsibility of such ac- 
counting official to see that ‘the 
established methods are properly 
functioning. The internal auditor 
operates within the corporate or- 
ganization, recently more frequent- 
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ly independent of the comptroller’s 
department, and responsible direct 
to management. The internal auditor, 
among other things, undertakes to 
check that the methods and proce- 
dures of internal control instituted 
by the comptroller’s department are 
being effectively performed. While 
the internal auditor, in conjunction 
with management, performs many 
functions bearing more directly 
upon operations and directed toward 
the reduction of costs or the im- 
provement of operating efficiency, 
all of which serve management as a 
guide to the determination of operat- 
ing policies, the primary concern of 
the public accountant in the work 
of the internal auditors is in relation 
to that part of his activity which has 
to do with the accounts of the cor- 
poration and which have a direct 
bearing upon the problem of main- 
taining such accuracy in the ac- 


counts that statements prepared 
therefrom may be of a reliable 
character. 


Having now prescribed the three 
separate areas in responsibility of 
the comptroller, the internal auditor, 
and the public accountants, we may 
now proceed to discuss how the pub- 
lic accountant may discharge his 
share of such responsibility. 

The extent of the review of a 
company’s accounting methods and 
systems of internal check and con- 
trol and manner of making them 
should be adapted to the conditions 
of the client’s business and organiza- 
tion. The review of the accounting 
methods and procedures has in mind 
two objectives: (1) to judge whether 
the procedures and internal auditing 
actually being followed by the client 
are such that we may fairly rely 
upon them and consequently do less 
testings than would otherwise be 
necessary, and (2) to decide whether 
any criticisms ‘of the accounting 
methods or procedures and recom- 
mendations for improvement are of 
a character and of sufficient mate- 
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riality to require the submission of a 
written report thereon. 

The advantages of using audit pro- 
grams for the guidance of staff per- 
sonnel on engagements has, I believe, 
become generally recognized. So long 
as the program is not allowed to 
become a substitute for the judg- 
ment of the men performing the 
work, it is an extremely useful work- 
ing accessory. In my opinion the 
inflexible or standard type of audit 
program, for obvious reasons, is not 
as desirable as the programs de- 
signed to recognize the circum- 
stances of each particular engage- 
ment. Basically the approach to a 
review of a system of internal con- 
trol and of accounting procedures 
and the examination of the accounts 
themselves are similar, in that in 
both phases of the auditor’s work he 
essentially is endeavoring to estab- 
lish to his satisfaction that the facts 
or conditions are what they are rep- 
resented to be by the client. He ap- 
proaches both problems in a similar 
way: that is, by reviewing or testing, 
to an appropriate extent, evidence 
in support of the representations of 
the client. Because of the basic 
similarity in fundamentals it has, I 
believe, become recognized that some 
medium, which in relation to the re- 
view of internal control would be 
analogous to the audit program in 
relation to the purely audit phases of 
the examination, is desirable. As in 
the case of the audit program, con- 
siderable latitude exists in the type 
of record which is selected for the 
purpose. I believe that some firms 
for this purpose employ a type of 
check list in the form of a conven- 
iently arranged resume of those con- 
ditions, which, in most instances, 
would constitute the essentials of 
internal control. In other cases the 
questionnaire type of document is 
used. 

One of the particular advantages 
of both the audit program and the 
check list or questionnaire designed 
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for the review of the systems of in- 
ternal control, is that each furnishes 
a permanent record of the work done 
and the field covered by inquiry and 
test. 

It is not feasible for the public 
accountant independently to estab- 
lish the satisfactory operation of cer- 
tain phases of internal control. Gen- 
erally, it is considered desirable that 
supporting data should accompany 
checks when they are submitted to 
the company officials for signatures 
so that they have the opportunity, 
before signing, of inspecting such 
data. Except perhaps in unusual 
cases it is not feasible for the public 
accountant independently to estab- 
lish that in fact such data did accom- 
pany checks in the usual course of 
business when such checks were sub- 
mitted for signature. Since it is not 
feasible independently to establish 
that certain of the phases of the in- 
ternal control are operating effec- 
tively, it would seem desirable that 
any record of the public accountant’s 
review of the system should distin- 
guish between those phases and the 
other procedures as to which he was 
able to obtain corroborating evidence. 

A questionnaire is helpful as a 
guide for evaluating the extent and 
effectiveness of the system of in- 
ternal control. In devising this 
questionnaire the questions may be 
formulated in such manner that 
affirmative responses will signify 
satisfactory conditions and, on the 
contrary, negative responses may 
indicate weaknesses. Provision may 
be made in the questionnaire for in- 
dicating which of the affirmative re- 
sponses were substantiated by our 
independent determinations and which 
responses were based upon represen- 
tations of ihe client which it was not 
feasible to check. On any particu- 
lar engagement, it is expected that 
the responses in the latter category 
will be few in number. 

The questionnaire may be divided 
into a number of sections which ap- 
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ply generally to the various asset, 
liability, income and expense ac- 
counts of the typical industrial con- 
cern. 

In large engagements the physi- 
cal separation of the questionnaire 
into sections permits a division of 
the work. In such cases the appli- 
cable section of the questionnaire 
would be compiled by the staff ac- 
countants who perform the corre- 
sponding audit work. 

Particular attention should be given 
to any negative responses and it is 
helpful if the working papers con- 
tain concise but clear statements of 
the audit procedures which were 
adopted or extended because of the 
unsatisfactory conditions indicated 
by the negative responses. These 
negative responses also provide a 
convenient basis for the preparation 
of reports to clients regarding any 
unsatisfactory conditions which are 
brought to light by the review. One 
of the duties of the senior account- 
ant on the engagement is to inte- 
grate the responses to the question- 
naire as a whole and to consider the 
responses in the various sections in 
relation to the responses in other 
applicable sections. For example, 
responses to the section of the ques- 
tionnaire on accounts payable are 
compared from the standpoint of 
consistency with responses to the 
question dealing with purchases 
and expenses. Obviously, responses 
should be in harmony with any rele- 
vant conditions which are disclosed 
by our analyses of accounts. 

The public accountant, in making 
his review of internal control, must 
be just as sure of his evidence as he 
is in examining the accounts them- 
selves. Original data rather than 
summaries or fair copies of docu- 
ments should be obtained wherever 
possble. I must admit to a prefer- 
ence for the employment of the 
greater degree of that type of test 
which covers all phases of one trans- 
action as opposed to the type in 
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which a large number of similar 
transactions are tested. In my opin- 
ion, extensive insight into a system 
of control may be obtained by in- 
vestigating a series of related trans- 
actions. To illustrate, I believe that 
a review of the data in support of 
the various steps resulting from a 
requisition for materials, including 
the making out of the purchase or- 
der, the recording of the receipt of 
the material, the approval of the 
voucher for payment, payment there- 
for, and the recording of the related 
entries upon the books, is often 
more revealing than an examina- 
tion of vouchers or checks for a 
specified time period. 

To the fullest extent possible, the 
review of methods and procedures 
should be undertaken during the 
year as an interim investigation. 
However, the review of methods and 
procedures bearing upon specific ac- 
counts should be planned so that it 
will dovetail with the examination 
of the related accounts. 

Review of accounting methods and 
procedures in conjunction with the 
examination of the accounts is ac- 
complished by testing the actual 
operation of the accounting proce- 
dures and by observation of the ac- 
counting methods during the course 
of our examination; by making in- 
quiries of the officers and employees ; 
by studying the client’s manuals of 
instruction and internal reports and 
records, and by analyzing data fur- 
nished by the company. In testing 
the operation of any accounting pro- 
cedure, an appropriate number of 
transactions which appear to be rep- 
resentative are normally selected for 
review. 

The public accountant should ex- 
amine the reports of the internal 
auditors relating to the accounts and 
form an opinion of the thoroughness 
and dependability of their audits. 
Any criticisms in their reports of ac- 
counting procedures and practices 
should receive special attention. Not- 
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withstanding the fact that the in- 
ternal audits are found to be thorough 
and dependable, we should also make 
our own independent review and 
tests of the company’s accounting 
methods and procedures. The scope 
of our review and tests under these 
circumstances, however, need not be 
as extensive as would be required if 
there were no internal audits. 

Within the limitations of the re- 
view decided upon in any year, our 
inquiries and tests should be search- 
ing. The vouchers examined should 
be scrutinized carefully and any de- 
viation from the company’s estab- 
lished routine of internal checking 
and auditing should be critically 
probed. Any evidence of laxity on 
the part of any of the client’s em- 
ployees or officers in matters of ac- 
counting or in the handling of mon- 
ies or other assets should be noted 
and, if material, brought to the at- 
tention of the responsible company 
official and to the partner in charge 
of the examination. 

The following questions will indi- 
cate more definitely the character of 
the review described. As previously 
stated, if the answer is in the affirma- 
tive, there is strong evidence of the 
existence of adequate methods; if it 
is in the negative, there is indication 
of a lack of control which further 
investigation may clarify or sub- 
stantiate. 

If cash registers, counter sales 
slips, collectors’ receipts, etc. func- 
tion as proofs of cash receipts, are 
such proofs checked by an employee 
independent of the cashier? 

Is the mail opened by someone 
other than cashier or accounts re- 
ceivable bookkeeper? 

Is a record prepared by the person 
opening the mail of the money and 
checks received, and is this record 
given to someone other than the 
cashier for independent verification 
of the amount recorded and deposited ? 

Are each day’s receipts deposited 
intact and without delay? 
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Does someone other than cashier 
make the bank deposit? If so, are 
the duties of that person divorced 
from customers’ ledgers? 

Is a duplicate deposit ticket, after 
authentication by the bank, received 
by an employee independent of the 
cashier and of the person who makes 
the deposits? Are such authenti- 
cated deposit tickets compared with: 
(a) Record of incoming remittances ? 
(b) The cash book? 

Are deposits or collection items 
subsequently charged back by bank 
(because of insufficient funds, etc.) 
delivered directly to an employee 
other than the cashier? 

Are negotiable assets, other than 
currency, checks or drafts, in cus- 
tody of an employee independent of 
cashier? 

Is the cashier responsible for cash 
receipts from the time they are re- 
ceived in his office until they are 
deposited in the bank? 

Are all bank accounts authorized 
by the board of directors? 

Where branch offices make col- 
lections, are such collections deposi- 
ted locally in a bank account subject 
only to home office withdrawal? 

Is the receipt of currency, as op- 
posed to checks or drafts, relatively 
insignificant ? 

Are unsatisfactory remittances from 
customers (i.e., those drawn with 
excessive discount deductions, etc.) 
under adequate control if not de- 
posited promptly? 

Is it difficult for the cashier to ob- 
tain access to the customers’ ledgers 
and monthly statements? 

On the other side of the cash book, 
with respect to disbursements, ques- 
tions of interest are: 

Are checks prenumbered? 

Are voided checks preserved and 
filed? 

Is the sequence of check num- 
bers accounted for by whomever 
reconciles bank balances? 

Is a check protector used? 
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Is a check register prepared 
simultaneously with the prepara- 
tion of the check by mechanical 
device? 

Are authorized signatures limited 
to employees who have no access to: 

(a) Accounting records? 

(b) Cash receipts? 

(c) Petty cash funds? 

Is the signing or countersigning 
of checks in advance prohibited? 

Is the practice of drawing checks 
to “Cash” prohibited? 

Are bank reconciliations made by 
an employee having nothing to do 
with the cash procedures, including 
the signing of checks, and does that 
employee obtain the bank statements 
directly from the banks? 

Is the practice of examining paid 
checks for date, name, cancellations 
and endorsements followed by those 
reconciling bank accounts? 

Does supporting data accompany 
checks when they are submitted for 
signature ? 

Where a mechanical check signer 
is used, is the signature die under 
adequate control? 

Are vouchers and supporting data 
effectively canceled to prevent sub- 
sequent misuse? 

With respect to accounts receiv- 
able, questions of great importance 
in the minds of the auditor are such 
as these: 

Are accounts independently con- 
firmed by client’s personnel with 
customers ? 

Are disputed items handled by 
someone other than accounts re- 
ceivable bookkeepets? 

Are write-offs of bad debts and 
adjustment credits approved by an 
officer ? 

Are credit memoranda approved 
by proper authority? 

Is approval of credit department 
a prerequisite to payment of cus- 
tomer credit balances? 

Are monthly statements sent to 
all customers? 
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Are statements independently checked 
to accounts and kept under control 
to insure their being mailed by some- 
one other than the accounts receiv- 
able bookkeeper? 

Are the duties of the accounts re- 
ceivable bookkeeper separate from 
any cash functions? 

If there is more than one accounts 
receivable bookkeeper, are the ac- 
count sections for which they are 
responsible changed from time to 
time? 

Are cash postings made simul- 
taneously with the posting of the 
cash receipts records by means of 
a machine bookkeeping device? 

Are allowances for discounts in 
violation of regular terms of sale 
specifically authorized by a respon- 
sible official ? 

Is the collection department in- 
dependent of and does it constitute 
a check on accounts receivable book- 
keepers? 

Is the management of the credit 
department completely divorced from 
the sales department? 

Is proper control exercised over 
bad debts after they have been writ- 
ten off? 

With respect to the accounts pay- 
able section: 

Is the voucher register (or ac- 
counts payable ledger) regularly 
reconciled with the general ledger 
control? 

Are statements from vendors regu- 
larly compared with recorded lia- 
bilities ? 

Are adjustments of recorded ac- 
counts payable required to be sup- 
ported by executive approval? 

Are debit balances handled by the 
credit department? 

The auditor’s examination of ac- 
counts payable procedures dovetails 
necessarily with those relating to 
purchases and expenses, and he will 
make inquiries along the following 
lines: . 

Does the client have a purchasing 
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department? If so, is it divorced 
from: 
(a) The accounting function? 
(b) The receiving function? 
(c) The shipping function? 

Are all purchases made on purchase 
orders ? 

Are the purchase orders prenum- 
bered? 

Does a copy of the receiving re- 
port go directly to the accounting 
department? 

Are receiving tickets prenumbered 
and is a permanent record kept in 
the receiving department? 

Are invoices checked in the ac- 
counting department against: 

(a) Purchase orders? 
(b) Receiving reports? 
(c) Inspection reports? 

Is there a definite responsibility 

for checking invoices as to: 
(a) Prices? 
(b) Extensions? 
(c) Freight charges? 

Are vouchers prepared for all pur- 
chase and expense items? 

Are accounting distributions or 
classifications established by re- 
sponsible employees ? 

Are vouchers for purchases and 
expenses examined by a responsible 
officer or employee to ascertain com- 
pleteness of attachments and the 
various required approvals? 

In considering the effect of war- 
time activities upon the problem of 
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internal control, it will be evident 
that the fundamental principles of 
internal control have not been changed 
by wartime conditions. The prob- 
lems have multiplied greatly, both 
in character and quantity. The 
large use of subcontractors has ex- 
tended the necessity for material and 
other controls so that they operate 
both within and without the com- 
pany’s own plants. The increased 
volume of transactions, the necessary 
increases of personnel, largely with- 
out special skill or training, have 
tended to delay the recording of 
transactions, and it is a never-ending 
and difficult task to maintain satis- 
factory records. 

In closing, it is my observation 
that industries operating with ade- 
quate internal controls which are 
subjected to constant study and re- 
view by internal auditors have per- 
formed outstandingly and contributed 
greatly to the success of the war pro- 
duction program. Industries lack- 
ing these indispensable procedures 
have encountered severe delays and 
increased costs through labor stop- 
pages, shortages of raw and process 
materials and sub-assemblies, and 
the lack of pertinent operating in- 
formation. These latter described 
conditions are never effectively over- 
come until adequate procedures of 
internal control and their continu- 
ous audit and review have been 
instituted. 
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Wage and Salary Stabilization . 
Questions and Answers 


On December 9, 1943 the Society’s Committee on Wartime Economic 
Controls conducted a technical meeting on Wage and Salary Stabilization. 
The meeting was confined to the answer of questions submitted by 
members of the Society. The panel of experts consisted of: 


C. A. Pearce of the National War Labor Board 

Richard H. Krieger of Prentice-Hall, Inc. 

Burton A. Zorn of Proskauer, Rose, Goetz & Mendelsohn 
William McDonald of Research Institute of America 


Questions answered by Messrs. Pearce and Krieger were published in 
the January issue of the New York Certified Public Accountant. Follow- 
ing are the questions answered by Messrs. Zorn and McDonald. 


Questions Answered by Mr. Zorn 


30. Question: What constitutes 
an approvable plan, or a plan which 
does not require approval? Please 
consider this question for an ac- 
counting firm having about fifty 
employees subject to War Labor 
Board jurisdiction and providing the 
following functions: accountants, 
comptometer operators, stenographers 
and typists, file and mail clerks, switch- 
board operators, receptionists, secre- 
taries, department heads. Bear in mind 
that in a professional firm it has gen- 
erally been the practice to grant in- 
creases in varying amounts and per- 
centages in specific cases without any 
fixed regularity. Each case was con- 
sidered on its own merits. 


Mr. Zorn: I assume that the ques- 
tion is about a plan under General 
Order 31. In the first place the 
wage classifications ‘and the job 
classifications you stated are, I think, 
sufficiently definite and sufficiently. 
descriptive to constitute proper wage 
and salary rate ranges. In addi- 
tion to that, of course you have to 
have a range, a minimum and maxi- 
mum, going back to October 1942, 
with the exception of permitted ap- 
provable increases since then. 

The question, as I get it, is whether 
you can operate on a plan based on 
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past policy, or whether you must 
apply for approval of a plan, or 
whether you prefer to operate under 
the automatic conditions of Gen- 
eral Order 31. 

The limitation of the War Labor 
3oard rules and regulations on what 
constitutes a plan without approval 
is in essence a plan which has been 
in existence, which you can estab- 
lish on the basis of your past prac- 
tice; and the War Labor Board has 
tightened that up tighter than the 
Treasury by requiring some written 
memoranda beyond your actual pay- 
roll records. Under General Order 
31, the Board requires that a plan 
which doesn’t require approval must 
be represented by written statements, 
minutes, or memoranda of the em- 
ployer which were in existence or 
effective prior to June 30, 1943. 

Now the technical problem, or the 
problem you have there all the time, 
is this: whether or not your records 
and memoranda are in such shape 
that they indicate some basis for 
or method of increases either with 
respect to the over-all amount of 
increase granted during any par- 
ticular vear as established by records 
in the past, or some limitation on 
the maximum amount which has 
been given in the form of merit in- 
crease, or some evidence of the fre- 
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quency with which increases have 
been given. For example, coming 
back to your accounting office situa- 
tion, if you have had a practice over 
the year, or for two or three years, 
or any one year prior to the stabili- 
zation program, whereby you could 
demonstrate by written records that 
it was your practice to have a per- 
sonnel review, every three months, 
six months or year, during the course 
of which you granted a certain num- 
ber of increases from the bottom 
limit, if you have written evidence 
to indicate that, you don’t have to 
submit a plan for approval. But it 
has been my experience that only 
one out of a hundred employers has 
has had a sufficiently definite plan 
or evidence thereof, sufficient to satis- 
fy this regulation. My advice gen- 
erally has been—follow either the 
terms of General Order 31 which 
gives you considerable latitude with 
respect to progression or merit in- 
creases, promotions, etc., or submit 
an actual plan for approval and, 
when you submit that plan for ap- 
proval, support it with the actual 
evidence of what you have done in 
the past. 


Chairman: Do you want to com- 
ment on that, Mr. Pearce? 


Mr. Pearce: Except that I might 
emphasize that even where the plan 
has been clearly established in writ- 
ing, by written memoranda, etc., it 


won’t be acceptable unless, as Mr. 


Zorn says, it contains some limita- 
tion on the amount of merit adjust- 
ments that will be granted. In other 
words, a plan might be established 
in writing but not be a plan because 
it gives so much discretion to the 
employer in terms of the amount of 
adjustment that might be granted as 
to be unacceptable from the stand- 
point of wage stabilization. 


31. Question: May I ask a ques- 
tion concerning plans? 
The National War Labor Board 
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approves a contract between a union 
and an employer whereby the latter 
was authorized to increase rates 
21%4¢ an hour every three months. 
Would that constitute a continuing 
plan by the employer? 


Mr. Zorn: Well usually, techni- 
cally, that is in the form of an ap- 
proval of an actual contract, and 
technically the plan would be ap- 
proved for the life of that contract. 


Same Questioner: And would ex- 
pire with the contract? 


Mr. Zorn: I would say that once 
it had been approved you could 
continue to make those adjustments. 
Once they had been approved I 
don’t think there would be any diff- 
culty about continuing. But what 
the Board normally approves is the 
actual contract unless you submit 
it in some other form. 

[ would say you ran no serious 
risk if you’continued it. 


32. Question: I should like to 
know whether, in the case of a rein- 
corporation of a partnership, the ex- 
perience or range for increases of 
bonuses for the predecessor partner- 
ship or corporation may be the 
proper basis on which the successor 
might act, assuming that the latter 


came into existence after October, 
1942? 


Mr. Zorn: I would say no. Both 
the War Labor Board and Treasury 
regulations read in terms of the “em- 
ployer”. You could use that very 
effectively for the purpose of getting 
approval; but I wouldn’t take the 
chance of trying to do it without 
approval, because this particular cor- 
poration as the employer has no 
background of having paid bonuses, 
established job classifications, etc. 


33. Question: What is the pen- 
alty for an unauthorized bonus? 
Where does the law and regulations 
state it? 


Mr. Zorn: Well, that is a slightly 
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ticklish one. I will quote from the 
Treasury regulations particularly 
and, so far as I know, there is no 
specific regulation or order of the 
War Labor Board with respect to 
penalties. 

In the first place, a bonus is de- 
find as part of a salary; and the 
Treasury regulations say that any 
salary increase made before the re- 
quired approval of the Commis- 
sioner is obtained is, from the date 
of such increase, in contravention 
of the act. So the violation occurs 
at the moment you pay the unau- 
thorized bonus. 

Now, as to the penalty. The regu- 
lations go on to say, I am talking 
now only of the tax angle, the most 
serious penalty, apart from the crim- 
inal penalty—and there of course 
the action must be willful; if the 
criminal penalty is willful you are 
subject to a fine of $1,000 for each 
offense—but the penalty most of us 
thinks of is the tax penalty; I have 
already indicated that the violation 
occurs at the time when the em- 
ployee’s improper bonus is paid. The 
regulations go on to say that the 
entire amount of salary will be dis- 
allowed for tax purposes. If con- 
strued strictly, a bonus under the 
Treasury and War Labor Board 
definitions being a constituent part 
of the salary, you could be penalized 
up to the entire amount of the man’s 
salary from the time of payment of 
the improper bonus. 

I think however, that is a very 
drastic interpretation; I don’t know 
whether the Treasury Department 
would follow it but, under a very 
strict construction of the regula- 
tions, they could if they chose. 

34. Question: Does that 
prior to the fifty-two weeks? 


Mr. Zorn: Technically yes, if the 
bonus constitutes a part of the 1943 
salary. 

35. Question: There have been 
a number of orders and amendments 
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mean 


that have come out from time to 
acts have been 


time after certain 
taken. Regarding these orders and 
amendments (and I assume this 


would apply to the Treasury and 
War Labor Board) are they retro- 
active, or do they apply from the 
date of the amendment or order, 
as the case may be? 


Mr. Zorn: It depends on what 
type of order you’re talking about. 

Let’s brush one thing aside quick- 
ly. If you go to the War Labor 
Board either on a joint agreement 
with a union or for a voluntary in- 
crease or go to Treasury with re- 
quest for an increase in salary, you 
usually make the request to have 
the payment retroactive back to the 
date of expiration of the last union 
agreement, the date of application or 
some other date. You are controlled 
by the rulings of the Board or Treas- 
ury on the question of retroactivity. 

I think what the question has in 
mind primarily are the general or- 
ders. I think there are two phases 
to that. Let us take General Order 
31 and its predecessors as one ex- 
ample. The old order had a limita- 
tion in it: only 50% of the em- 
ployees in a particular job classifi- 
cation could receive increases. Now 
the revised order eliminates the 50% 
limitation and puts it in terms of an 
overall 5¢ an hour increase for all 
employees in a particular establish- 
ment. 

I would say that if an employer 
had in effect violated old Order 31 
(which in turn, was superseded by 
Revised Order 31), but complied 
with Revised Order 31, he would be 
in the clear. 

Now on the other hand you may 
have situations where, under a par- 
ticular order, the succeeding orders 
have been more drastic on the em- 
ployer. There again if he complied 
with the order in effect at the time 
these things were done, even though 
subsequent orders became more dras- 
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tic, and what had been permitted 
under a previous order was not per- 
missible, I would say if he complied 
with the existing order until the 
new order came in, he would be in 
the clear because he would be com- 
plying with the existing regulations. 


36. Question: There is one ob- 
servation I’d like to make with re- 
gard to the Treasury regulations 
issued September 4, 1943. They were 
made retroactive to October 2, 1942, 
and I am of the opinion that if any 
bonuses were paid after October, 
1943, for the calendar year of ’42 or 
fiscal year ending in °43, approval 
should be asked of the Treasury in 
view of the retroactive feature of 
the regulation. 


Mr. Zorn: I think there is a mis- 
understanding on that, sir. The dates 
October 3rd or October 27th, 1942, 
which is the base from which the 
stabilization program begins, are 
predicated on the passage of the Act 
and the subsequent Executive Or- 
ders. But when you say they’re 
retroactive to October, 1942, that 
isn’t quite true, because there has 
been a prohibition on increases, ex- 
cept in terms of regulations, which 
existed all during this period and 
the base 1942 is simply the date from 
which wage stabilization begins. 


37. Question: A chain store or- 
ganization is composed of a parent 
corporation and twenty subsidiary 
corporations. Each subsidary cor- 
poration operates one store and has 
less than eight employees. Does the 
rule of eight-or-less apply in a case 
of this sort? 

Mr. Zorn: I might get into a dis- 
agreement with Mr. Pearce on that, 
but as I read General Order 4 (speak 
ing now of the War Labor Board) 
if the corporate structure was created 
in good faith and not for purposes of 
avoiding the stabilization rules, I 
would say that each subsidiary is a 
separate employer; and if each sub- 
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sidiary operates a single store with 
eight or less employees it would come 
under the eight-or-less rule. As that 
orders reads, it refers to employers 
who at the time, etc., employ a total 
of not more than eight individuals 
in all their plants or units (and I am 
defining “employer” in the normal 
sense). So each subsidiary is a sepa- 
rate employer. 

On the other hand, if you have a 
parent operating a series of stores, 
there is no question that it doesn’t 
come under the eight-or-less rule, 
and I think the Treasury rule is de- 
fined substantially the same: that if 
the corporate structure is not made 
for the purpose of avoiding the regu- 
lations, each subsidiary will be con- 
sidered a separate employer. 


38. Question: Take the case of a 
corporation where the stockholders 
form a partnership to operate along- 
side of the corporation, so to speak, 
and some of the employees of the 
corporation are shifted to the part- 
nership thus bringing the number 
of employees in both companies to 
eight or less. Would that come with- 
in the rule or not? 


Mr. Zorn: It would depend en- 
tirely upon the good faith of that ar- 
rangement. This, I think, is the an- 
swer to it; let me read this: “if it is 
subsequently determined that the 
number of employees has been tem- 
porarily reduced by the employer or 
that the employer has utilized any 
other improper device for the sole 
purpose of claiming an exemption”. 


39. Question: A corporation hav- 
ing over eight employees forms a 
subsidiary corporation (after Octo- 
ber 3, 1942). The subsidiary corpo- 
ration employs six employees of the 
parent on a part-time basis. This 
has the effect of increased earnings 
of these six persons, but they have 
assumed new duties and _ responsi- 
bilities for the subsidiary’ corpora- 
tion. Must the subsidiary obtain 
approval for the starting salaries of 
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the six persons and for subsequent 
increases ? 


Mr. Zorn: Under those circum- 
stances I don’t think the obligation 
is on the subsidiary to do anything 
provided the starting salaries paid 
to the employees are in line with 
what Mr. Pearce has_ indicated; 
namely, if they are Treasury em- 
ployees, the minimum that would 
prevail for similar work. However, 
since they are getting a salary from 
the subsidiary and continuing to get 
the same salaries from the parent for 
doing less work (in other words, if 
they are working for the Sub- 
sidiary), obviously they can’t be 
working full time for the parent, I 
think the obligation then would be 
for the parent corporation to face 
the problem of making an applica- 
tion to continue their salary and dis- 
close all those facts. But, strictly as 
to the subsidiary alone, the subsidiary 
can pay the prevailing rate without 
approval. 


40. Question: If an employée en- 
ters the armed service and is under 
contract, under a salary and a profit 
percentage arrangement, is approval 
necessary after he enters the service 
to continue the contract, and also to 
renew the contract? 


Mr. Zorn: The War Labor Board 
has ruled that you can pay a bonus 
to an employee who goes into serv- 
ice without any approval. 

Now you raise a very nice ques- 
tion because, under the provisions 
of the Selective Service Act, the em- 
ployee continues to be an employee 
with rights of return; however, if he 
is doing no work for the company, 
in the case of the War Labor Board 
and in the case of the Treasury, I 
definitely would recommend a re- 
quest for approval, since both acts 
are predicated.on the fact that you 
are paying a man either a salary or 
a bonus based on the fact that he is 
actually working for you. 
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Mr. McDonald: I know of one 
Treasury case on that. The Office 
of Stabilization, I believe, in Atlanta, 
held that approval was required and, 
in the instance I have in mind, they 
gave approval for this year but only 
for this year. Approval for continu- 
ance of the payments in coming 
years would be required. 


41. Question: A partnership is 
engaged in a non-essential activity. 
It employs three persons besides the 
partners. Upon the induction of the 
partner in charge of sales into the 
armed forces, an office employee was 
advanced to the position of sales- 
man. The salary of this employee 
has been increased to an amount 
which, with commission, will ap- 
proximate $5,000 per annum. No 
approval for this action has been re- 
quested. Is approval required? 

The same partnership proposes to 
give Christmas bonuses in excess of 
the amounts given in 1942. It also 
proposes to give a Christmas bonus 
to a new employee. Is advance ap- 
proval necessary with respect to 
these bonuses? 


Mr. Zorn: That is simple. There 
are three employees; is that right? 


Chairman: Three employees in 
the partnership. 


Mr. Zorn: Obviously the eight-or- 
less rule would apply for the salaries 
and bonuses and no approval would 
be required in either instance. 


42. Question: Do employers hav- 
ing no plan and deciding to adopt a 
plan under Order 31 not requiring 
approval of the N. W. L. B. have to 
submit their new proposal to the 
labor organization for joint ap- 
proval? 


Mr. Zorn: I can answer that, I 
think. The question is not clear, 
however. 


A gentleman: That means the 


labor union. 
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Mr. Zorn: | understand that phase 
of it, but I don’t know what they 
want approval on. 

Order 31 provides specifically that 
in the submission of any plan or 
modification of a plan, under Gen- 
era] Order 31 (a plan for automatic 
increases and merit increases under 
General Order 31 as distinguished 
from a mere collective agreement 
where you come in and ask for a 
wage increase under the agreement) 
where there is a certified union— 
that is, a union either recognized or 
certified, in the picture, affecting 
those employees—you cannot sub- 
mit without getting the approval of 
the union on it. 


43. Question: Where the Treas- 
ury Department has denied approval 
of compensation based upon a per- 
centage of profit because the pay- 
ment this year is greater than pre- 
vious years, and the employee starts 
suit, does this law prevent him from 
obtaining judgment? If it does not, 
what can the employer do? 


Mr. Zorn: First of all, the first 
question you have is an interpreta- 
tion of the law. If there is litiga- 
tion, the courts will be called upon 
to interpret the Treasury regula- 
tions and, secondly, if they agree 
with the Treasury regulations, then 
as a matter of law under the gen- 
eral powers of the Federal Govern- 
ment (I’m being technical now) 
there is no impairment of obliga- 
tion of contract prohibition against 
the Federal Government. The lat- 


ter can pass any law within the scope 
of its constitutional power affecting 
private contracts—change them, kick 
them out, or do anything it chooses. 
So if the law is interpreted to mean 
that the Treasury regulation rea- 
sonably interprets the act, I think 
the suit would be lost. 


I think there would be a fair 
chance, arguing against the unrea- 
sonableness of the regulations; and 
if he succeeded the employer and 
the government would be bound by 
the court’s final judgment. 


44. Question: Where salaries of 
officers are on an annual basis, does 
the October 3 date freeze the 1941 
calendar-year salaries or the salaries 
authorized by the board of directors 
for the year 42 which exceed '41, 
but are less than any prior years? 

Mr. Zorn: 
thorized? 


When were they au- 


Same Questioner: Early in 1942. 
Mr. Zorn: Then they’re all right. 


e 

45. Question: What is the posi- 
tion of the Treasury Department in 
regard to severance bonuses, par- 
ticularly with respect to a company 
going out of business where they 
give large bonuses to certain em- 
ployees? I know approval would 
have to be asked; but what would 
the position be? 


Mr. Zorn: They are subject to 
approval. The only types of bonus 
not subject to approval are the types 
discussed here before. 


Questions Answered by Mr. McDonald 


46. Question: A corporation start- 
ed in business in September, 1943. 
It desires to establish officers’ sala- 
ries. Is it necessary to obtain the 
authorization of the Treasury De- 
partment as to the amounts of these 
officers’ salaries? 


Mr. McDonald: Under Treasury 
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regulations the employer corpora- 
tion is empowered to set a salary 
without approval for the officers. 
Unfortunately, neither the corpora- 
tion nor the employees ever want 
to accept the salary rate they can 
institute themselves, because the 
Treasury is very strict—stricter than 
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the War Labor Board—on estab- 
lishing rates for new jobs. Under 
Treasury rules a rate for a new or- 
ganization must be set at the mini- 
mum of the prevailing rates paid 
for similar jobs in similar work in 
the same area. Since that figure 
would be, first of all, almost impos- 
sible to obtain, and if obtainable 
would be at such a low rate that 
the officer would not want to take 
it, his best bet is to go to the Treas- 
ury and get approval for the salary 
he wants—or as much as he can get. 


47. Question: A corporation has 
been in existence for several years. 
The officers of the corporation did 
not feel the necessity of accepting 
a salary for their services. How- 
ever, during the year 1943 the cor- 
poration has sufficiently established 
itself so that the officers now feel 
they are entitled to a moderate salary 
for their services. Is it necessary 
to obtain permission to pay a rea- 
sonable salary to the officers for 
services rendered by them during 


the year 1943? 


Mr. Zorn: If there were no rec- 
ords in existence or no _ written 
memoranda, resolution, minutes, etc., 
which authorized the payment of salary 
to these officers, they could not 
receive anything until they received 
Treasury approval. However, under 
Treasury regulations (Section 1002.6), 
“salary” is defined not only as the 
amount which was received in the 
base year, but also as the amount 
which was authorized to be paid 
to an individual in the base year. 
If the employee was authorized to 
be paid a certain sum of money but 
never drew it, under that section 
of the regulations that salary could 
be begun now without approval. 


48. Question: A corporation closed 
its books on October 31, 1942. (This 
also deals with the question of viola- 
tions.) It paid an executive $10,000 
salary for the year ended October 
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31, 1942. This payment, covering 
the entire year, was made on the 
last day of the fiscal year. For the 
prior year it paid a salary of $9,000 
to this executive. It did not obtain 
approval for the increase. Assuming 
the increase was unauthorized, what 
amount will be disallowed: (a) the 
amount for the entire year ended 
October 31, 1943, or (b) the amount 
which applies to the period after the 
effective date of the salary stabiliza- 
tion; namely, October 2, 19427 


Mr. McDonald: I want to get 
those dates straight in my mind. If 
the date was October 31, 1942, the 
increase was probably made before 
October 3, 1942, and before the sta- 
bilization program. Any increase 
made prior to the stabilization pro- 
gram was within the company’s right 
to make. Unless the increase was 
made between October 3 and Octo- 
ber 31, there was no violation. 


Chairman: No; you don’t follow 
the question. On the last day of 
the year the corporation paid the 
salary for the entire year, part of 
which applied for the period prior 
to the existence of a wage stabiliza- 
tion law and part of which applied 
to the period subsequently. The 
total salary for the year was in ex- 
cess of the salary for the preceding 
vear; therefore it is assumed it was 
an unauthorized increase, at least in 
part. 


Mr. McDonald: That’s a little bit 
different. If there is no authoriza- 
tion for the increase, then there is a 
violation. It would seem to me that 
the violation is from October 3 to 
October 31. The portion of the sal- 
ary for the period before that date 
is not controlled. 

Do I have agreement? 


Mr. Zorn: No, you don’t. That is 
a very ticklish one, but I would say 
this: 

If the salary was not fixed or de- 
termined upon until the end of the 
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year and the man went along to the 
end of the year (after October 2) 
without any understanding or agree- 
ment as to what his salary would be, 
and if it is impossible for the em- 
ployer to satisfy the Treasury that 
a certain amount was agreed upon 
for his salary for the first part of the 
year, I think they could knock out 
the entire amount because the viola- 
tion occurred after October 2. But 
again I would say they have to be 
pretty realistic about that and would 
allocate some amount prior to Octo- 


ber 2. 


49. Question: Let us take the 
situation of many close corporations 
wherein the boards of directors for- 
mally fix the salaries for the officers 
—let us say ten days or a month 
after the inception of the fiscal year 
—for the. ensuing or current year, 
and that throughout the year the 
officers draw irregular sums against 
these salaries that were fixed. We 
will take into consideration the year 
indicated before—October 31, 1942— 
as the last date. At the close of the 
year a substantial part of the unpaid 
salary is paid—or, let us say within 
2% months after the close of the 
year—in order to conform to the 
Treasury regulations. Does the pay- 
ment date have any effect whatso- 
ever in determining whether there 
has been a violation? 

Mr. McDonald: I think the diffi- 
culty here is largely with dates but 
We can agree that an agreement en- 
tered into on October 31, 1942 is 
meaningless as regards the stabiliza- 
tion program. 

What I had in mind when I an- 
swered the question before, in speak- 
ing of authorization, was that if be- 
fore October 2, 1942, it was agreed 
that there would be a salary for the 
coming year, that salary could be 
paid. If there was an authorization 
of salary for $$10,000 a year and 
throughout the year the employee 
drew $7,000, in my opinion, he could 
be paid the $3,000. Again I am 
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going back to the definition of “sal- 
ary payments authorized”, which I 
previously mentioned. 

I interpret that question to mean 
that the fiscal year for the company 
ended on October 31. I still disagree 
with Mr. Zorn, although I will go 
along technically with him, that the 
payments made after the stabiliza- 
tion date are in violation. But, as 
a practical matter, I think that 48 
weeks of the salary would be con- 
sidered payment before the stabili- 
zation dates, and only that part al- 
located to the time between October 
3 and October 31 would be consid- 
ered a violation. There would be 
one thing which would make me 
hold my tongue on that and that is: 
If, on October 31, 1941, he had been 
paid $5,000 and no authorization was 
made covering the next year, but 
during the next year he is paid 
$10,000, then the $5,000 is going to 
be his fixed salary. If $10,000 was 
paid on October 31, 1942, every- 
thing over $5,000 would be a viola- 
tion. I think the whole year would 
be thrown out holding to the same 
logic we used before of apportioning 
the total payment over all weeks of 
the year. The Treasury would turn 
it down and be tough. 


50. Question: On the question 
of eight or more employees, if a firm 
has nine employees including two 
who are in the armed services who 
are being paid their salaries with- 
out rendering any active service, 
would that firm be subject to these 
regulations because of the fact that 
they have nine? 

Mr. McDonald: I wish I knew. 
It would seem to me that, since he 
is paying the men, he is paying them 
for personal services which is the 
theory of the last question; and the 
fact that they are not actually per- 
forming at the time would not enter 
into it. They are putting out money 
to nine people for personal services. 
I wouldn’t do it without getting the 
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Wage and Salary Stabilization : 


approval, though it may not be 
necessary. 

Use Form NWLB-1 and see if 
approval is necessary on it; it might 
save your time. 


51. Question: May an employer 
who has .been granted authority to 
give an increase in salary give less 
than the full amount so authorized? 
May such employer thereafter give 
partial increases from time to time 
until the full amount authorized has 
been reached? In the event such pro- 
cedure is not permitted, what pen- 
alty would result to the employer 
in pursuing such a course? 


Mr. McDonald: Under a policy 
of the National Board issued last 
March, the Board established an all- 
or-nothing policy. If approval is ob- 
tained you have to give either the 
increase which is approved in full 
or not at all, even though it is only 
a permissive approval; you have to 
take either all of it or none of it. You 
could not give partial increases 
legally. 

I know of no instance where the 
Board has followed it up. I also 
know of no instance in which the 
employer has not given the full in- 
crease. But whether they would 
hold it as a violation and, if so, of 
what, I don’t know. 


A gentleman from the Floor: That 
was my question. I don’t think it 
has been fully answered. It is the 
Treasury Department we are par- 
ticularly interested in, not the War 
Labor Board, because they have 
published their ruling on it. The 
Treasury Department, as far as I 
know, has published no ruling on it. 
We wanted a reaction on it. 


Mr. McDonald: Since the Treas- 
ury has not published any ruling on 
it, I’d state as an opinion that you 
would not have to give the full in- 
crease that was approved. You 
probably could give a partial in- 
crease and gradually raise the em- 
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ployee’s pay into the rate that was 
approved. That is an opinion, how- 
ever, and if you go to jail for it don’t 
blame me. 


52. Question: Under what cir- 
cumstances can an employer who 
employs thirty or less people give 
salary increases to persons subject 
to Treasury regulation? 


Mr. McDonald: General Order 31 
has no effect on Treasury employees 
except for counting the number of 
employees. That is, those subject 
to Treasury must be counted to de- 
termine whether you have more or 
less than thirty. No increases can 
be made under General Order 31 for 
employees subject to the Treasury. 


53. Question: Before, you raised 
a question of bonuses and commis- 
sions in reference to corporations. 
I am raising the question of agree- 
ments made by proprietorships with 
key men employed on a basis of sal- 
ary and sharing in the profits over 
a period of years. 

Do I understand that in those 
cases now under the War Labor 
Board ruling they must be limited to 
the same amount they earned in 
dollars during the previous year, or 
can they receive a proportion of their 
profit as fixed in the contract? 


Mr. McDonald: I think I caused 
that confusion by using the word 
“corporation” before, and I did so 
because the question used the word 
“corporation”. The bonus rules dis- 
cussed in answering the previous 
question affects only Treasury em 
ployees, and the order holds whether 
the business is a single proprietor- 
ship, a partnership, or a corporation. 
But, under the War Labor Board 
ruling, where an employee is on a 
percentage of profit he can be paid 
without approval the full amount 
due, provided the basis is not 
changed—and base and percentage 
and the method of computation can 
not be changed without approval. 
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54. Question: But they don’t 
make it very clear. They cover a 
salesman by individual sales, where 
an employee like a production man 
not having percentage based on sales 
but a contract sharing in a certain 
percentage of profit. 


Mr. McDonald: The same rules 
apply to percentage of profit as per- 
centage of sales. Under War Labor 
Board regulations you may apply 
the same percentage to the total 
profits. Under Treasury you are lim- 
ited by the amount which you paid 
previously. 


55. Question: How do you recon- 
cile the necessity for approval of 
continuance of paying men in the 
armed forces with the tax regula- 


tions which allow the continuation 
of pay of men in the armed forces? 

Mr. McDonald: [| think their argu- 
ment is that there has been a change 
in the duties and responsibilities of 
the individual and that therefore 
they can refuse to permit the pay- 
ments to continue. If approval is 
obtained, you can take the tax de- 
duction. There is no real contradic- 
tion between these two positions, 
although it seems that the Treas- 
ury’s left hand doesn’t know what 
its right hand is doing. 

56. Question: If the bonus paid 
in ’42 was less than for the year ’41, 
do you need approval now if you 
want to pay the same bonus as you 
paid for 41? ; 

Mr. McDonald: Yes. 





It is the Patriotic Duty 





of Every American Citizen to: 


BUY United States War Bonds and Stamps 
GIVE to the Red Cross 
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SECURITIES AND EXCHANGE COMMISSION RELEASE 
ACCOUNTING SERIES RELEASE NO. 48—FEBRUARY 12, 1944 


Findings and opinion of the Commission in 
the matter of C. Cecil Bryant, 107 East 
Broadway, Ocala, Florida. File No. 442-5, 
Rule II(e), Rules of Practice. 

OFFICIAL TEXT 
Accounting—Practice and Procedure 
Permanent Disqualification of Accountant 

from Practice before Commission 

In a proceeding under Rule II (e) of Com- 
mission’s Rules of Practice, where the evi- 
dence shows that the respondent, a certified 
public accountant, had falsely certified financial 
statements forming part of a registration 
statement filed under the Securities Act of 
1933, had made no audit of registrant’s affairs 
and had not examined its books but had 
accepted without question the financial state- 
ments prepared by registrant’s own employee, 
with whom he had a practice of splitting fees 
in other matters and certifying other state- 
ments likewise without audit or examination ; 
and where respondent is wholly unfamiliar 
with the Commission’s rules concerning finan- 
cial statements and the certification thereof 
and, after twenty years’ practice, shows lack 
of familiarity with and has violated rules of 
state board of accountancy and standards of 
professional conduct adopted by American 
Institute of Accountants ; held that respondent 
does not possess the requisite qualifications 
to represent others, has engaged in unethical 
and improper professional conduct, and should 
be disqualified from and permanently denied 
the privilege of appearing and practicing be- 
fore the Commission. 


Appearances 

Epmunp H. Wortuy, for the Corporation 
Finance Division, of the Commission. 

ALLEN H. Garpner, for the respondent. 

This is a proceeding under Rule II (e) of 
our Rules of Practice to determine whether 
or not the respondent C. Cecil Bryant, a certi- 
fied public accountant, should be disqualified 
from or denied, temporarily or permanently, 
the privilege of appearing or practicing be- 
fore this Commission.” 

The present proceeding arises from the ac- 


“Rule II(e) provides: 

“The Commission may disqualify, and deny, 
temporarily or permanently, the privilege of 
appearing or practicing before it in any way 
to any person who is found by the Commis- 
sion after hearing in the matter 

(1) Not to possess the requisite qualifica- 
tions to represent others; or 

“(2) To be lacking in character or integrity 
or to have engaged i in unethical or improper 
professional conduct.” 
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tivities of the respondent in connection with a 
registration statement filed with us on Janu- 
ary 28, 1942, by a certain corporation which 
will be referred to hereinafter as “the corpo- 
ration.” This registration statement became 
the subject of a stop-order proceeding insti- 
tuted by us pursuant to Section 8(d) of the 
Securities Act of 1933. In that proceeding the 
respondent, who had certified to financial 
statements filed as part of the registration 
statement, was called as a witness and testi- 
fied. Other witnesses included W. F. Wil- 
liams, bookkeeper of the corporation, and 
John Kohlhepp, an accountant on our staff. 
After the hearing the corporation withdrew 
its registration statement, with our consent, 
and the stop-order proceeding was discon- 
tinued. 

Thereafter, on the -basis of the testimony 
of the three witnesses above named, this pro- 
ceeding was instituted. A hearing was held 
before a trial examiner, wherein the respond- 
ent was represented by counsel. Pursuant to 
stipulation, the testimony mentioned above 
was incorporated into the record of this pro- 
ceeding. 

The trial examiner filed an advisory report 
in which he made specific findings of fact and 
concluded that the respondent lacks the 
requisite qualifications to represent others and 
has engaged in unethical and improper profes- 
sional conduct, within the meaning of Rule 
II(e). He recommended that the respondent 
be disqualified and permanently denied the 
privilege of practicing as an accountant before 
this Commission. A copy of the trial ex- 
aminer’s report was duly served upon the re- 
spondent. Since no exceptions or objections 
to such report have been filed, and the time 
for filing them has long since expired, we 
might properly adopt the trial examiner’s ad- 
visory findings as our own without further 
inquiry. We have, however, thought it ad- 
visable to make an independent review of the 
record, and on the basis of such review we 
are satisfied that the trial examiner’s findings 
and conclusions are amply supported by the 
evidence. 

In brief, the examiner found as follows: 


1. The respondent has been practicing ac- 
counting in Ocala, Florida, since 1920. Until 
the early part of 1942 he was a member of the 
American Institute of Accountants. 


2. Appended to the financial statements 
filed with the registration statement of the 
corporation was a certificate signed by the 
respondent, stating: 

“T hereby certify that I have verified the 
foregoing balance-sheet and its supporting 
schedules attached, and that the same are in 
agreement with the books and in my opinion 
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reflect the true condition of affairs as of 
December 31, 1941.” 

3. It is uncontested in the evidence, and 
respondent admits in his testimony, that he 
made no audit of the books of the corporation 
and that he prepared and signed the ioregoing 
certificate without ever having seen the books. 
He had no knowledge of the corporation’s 
methods of operation or of the items reflected 
in the financial statements to which he cer- 
tified. 

4. The financial-statements had been pre- 
pared by Williams, who at the time was em- 
ployed by the corporation as bookkeeper. Re- 
spondent knew this, and also knew that 
Williams was neither a certified public ac- 
countant nor a licensed public accountant.. It 
is clearly established that Williams was in no 
way acting for the respondent in preparing 
these financial statements. Williams made no 
representation that he had performed an 
audit. Respondent made no inquiry as to the 
nature of the work performed by Williams. 

5. Williams had previously been in the re- 
spondent’s employ, and respondent seeks to 
explain his signing of the certificate on the 
ground that he had faith in Williams’ work. 
It is clear, however, that respondent’s certifi- 
cation under these circumstances violated not 
only our own rules’ but also the standards of 
professional conduct and rules defining un- 
ethical practice for persons holding certifi- 
cates under Chapter 16537, Comp. Laws of 
Fla. 1931, adopted by the Florida State 
Board of Accountancy. The certificate was 
false and the circumstances under which it 
was made establish a complete lack of inde- 
pendence on the part of the respondent.® 

6. The financial statements covered by the 
aforesaid certificate contained material mis- 
statements and misrepresentations. For ex- 
ample, accounts receivable shown as “not yet 
due” (representing the corporation’s principal 
asset) were found to comprise items for the 
most part due or past due. In addition, sub- 
stantial payments received by the corporation 
for services to be performed in future years 
were credited in their entirety to income when 
received, and the result was an overstatement 
of the income and surplus of the corporation. 
The financial statements were deficient in 
other respects also, Respondent admitted that 
he had made no inquiry regarding these mat- 
ters and had no knowledge of them. 

7. The record establishes a course of deal- 
ing between Williams and respondent where- 
by Williams, after leaving the employ of the 





* E.g., Regulation S-X, Rule 2-02. 


*Compare, e.g., American Terminals and 
Transit Company, 1 S.E.C. 701 (1936) ; Na- 
tional Boston Montana Mines Corporation, 
2 S.E.C. 226 (1937). 
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respondent in 1933, repeatedly performed ac- 
counting work (usually for certain munici- 
palities in Florida) which he secured on his 
own initiative by placing bids therefor in the 
name of respondent or by causing respondent 
to enter such bids. When certification by a 
certified public accountant was required, re- 
spondent would look over Williams’ work, 
sometimes rendering advice and counsel about 
it, would type the reports on his stationery, 
and would certify them without actually see- 
ing the books. In return respondent would 
receive approximately 20 per cent of the fee, 
while Williams received 80 per cent thereof. 


8. Respondent states that when he signed 
the above certificate he was, and still is, 
wholly unfamiliar with our rules with respect 
to preparation of financial statements and cer- 
tification thereof. The record also discloses 
his unfamiliarity with the standards of pro- 
fessional conduct and the rules defining un- 
ethical practices promulgated by the Florida 
State Board of Accountancy, and the stand- 
ards of professional conduct adopted by the 
American Institute of Accountants. It is plain 
that he has engaged in practice inconsistent 
with these rules and standards. 

In view of the foregoing, we find that the 
respondent (a) does not possess the requisite 
qualifications to represent others, and (b) 
has engaged in unethical and improper profes- 
sional conduct. He should be disqualified 
from, and permanently denied the privilege of, 
appearing and practicing before this Com- 
mission. 

An appropriate order will issue. 

By the Commission (Chairman Purcell and 
Commissioners Healy, Pike, O’Brien, and 
McConnaughey ). 

OrvaL L. DuBots, 
Secretary 


Order disqualifying accountant from practice 
before Commission 


A proceeding having been instituted by the 
Commission pursuant to Rule II(e) of its 
Rules of Practice, to determine whether or 
not the respondent C. Cecil Bryant, a certified 
public accountant of Ocala, Florida, should 
be disqualified from or denied, temporarily or 
permanently, the privilege of appearing or 
practicing before the Commission; 

A hearing having been held after appro- 
priate notice, and the Commission being fully 
advised and having this day issued its findings 
and opinion herein; 

On the basis of said findings and opinion, 
and pursuant to said rule, it is 

Orverep that C. Cecil Bryant be and hereby 
is disqualified from, and is permanently denied 
the privilege of, appearing and practicing be- 
fore the Commission. 

By the Commission. 

OrRVAL “ DuBors, 
Secretary 
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Simplified Payroll System 


—completes records in half the time 


@ THIS NEW PLAN effects a tremen- 
dous saving of man-hours that war 
demands have made so precious. 


As you write one payroll record, all 
figures are automatically transferred 
to the two or more other essential 
records that you now write in sepa- 
rate operations. 


After each individual payroll entry, 
every record you need is complete, cor- 
rect and up-to-date—ready for quar- 
terly reports and government inspec- 











, \ Enna 


ALL MADE AT ONE WRITING: pay checks, 
employee pay statement, social security 
and withholding tax record, War Bond 
Record, ledger record of other deductions, 
check. register and payroll summary. 


, “Built Like a 
Skyscraper” 





tion. Rewriting of figures on various 
records is entirely eliminated. 


Entirely eliminated, too, are sepa- 
rate records for War Bonds, Social 
Security, Withholding Tax, employee 
insurance, employee hospitalization, 
union dues and all other ledger reec- 
ords of a similar nature. 


Every pay day the statement you 
give to each employee includes: 


(1) A complete record of earnings. 
(2) A detailed list of deductions. 


(3) A notice telling the worker the 
exact amount he has on deposit with 
you toward his next War Bond. 


@ SO SIMPLE isthe ‘‘Kopi-spor’’ pay- 
roll system that any clerk can handle 
it. It ean be adapted to any type of 
payroll whether you pay by check or 
in cash—whether you make your en- 
tries by typewriter or by hand. 


@ NOW ON DISPLAY-A special show- 
ing of this simplified pay roll system is 
now in progress in our store. If time 
will not permit you to visit this dis- 
play, phone and we will send to your 
office a pay roll specialist or deserip- 
tive literature, whichever you choose. 





GHAW-WALKE 


Chrysler Building — MUrray Hill 6-1100 








LARGEST EXCLUSIVE MAKERS OF OFFICE FURNITURE AND FILING EQUIPMENT IN THE WORLD 
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Coaching Course with Confidence 


Some of the members of your staff, or some of your friends, may be planning 
to take the State C. P. A. examinations in the Fall. Send them to us for prepa- 
ration and be confident that the experience gained in nearly twenty-four years of 
coaching will adequately prepare them for the most important event in their 
professional lives. 


The next course begins TUESDAY, MAY 17, 1944, 
at 6:15 P. M. 


The Seidman Services to the Profession 


THE SEIDMAN C. P. A. EXAMINATIONS REVIEW, a coaching course 
which, since 1920, has afforded a logical solution to the candidate’s problem of 
preparation for the State C. P. A. examinations. Class sessions only, 

THE SEIDMAN TAX COURSES—Federal, State and City—offer up-to-the- 
minute instruction in this subject to all C. P. A. candidates and other accountants 
having occasion to prepare tax returns for clients. The courses are complete, 
concise and authoritative. 

THE SEIDMAN PUBLICATIONS—New York State C. P. A. Examination 
Questions and Problems, with answers and solutions prepared by Henry L. 
Seidman, LL. B., C. P. A., Director of the C. P. A. EXAMINATIONS REVIEW. 


For specific lecture-schedules, dates, hours, fees, etc., apply to 


SEIDMAN C.P.A. EXAMINATIONS REVIEW 


115 WEST 45TH STREET NEW YORK 19, N. Y. 
TEL. BRYANT 9-5330 


| You Can Recommend Our C. P. A. 


























ee THE NEW YORK CERTIFIED 
‘Binding PUBLIC ACCOUNTANT 


t When the magazines constituting the volume are supplied by the 
subscriber the binding charge is $2. Each bound volume includes 
twelve issues. 


* * * 


Bound in brown fabric with title, dates and volume number 
stamped in gold. 
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Missing numbers will be supplied, if obtainable, at 25 cents each. 


Binding orders and the magazines to be bound should be mailed 
or delivered to 
THE NEW YORK STATE SOCIETY OF CERTIFIED 


PUBLIC ACCOUNTANTS 
15 East 41st Street - - New York 17, N. Y. 
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ORIGINAL SHEET 


DUPLICATING PAYROLL SYSTE 


ele 
PAYROLL 
eQe 
EARNINGS RECORD 
e3e 
EMPLOYEES 
STATEMENT OF EARNINGS 
AND DEDUCTIONS FOR 
WAGE AND HOUR 
WITHHOLDING TAX 
SOCIAL SECURITY 
REPORTS AND 
WAR BOND DEDUCTIONS 


AVAILABLE AT 


Here is a complete record of weekly earnings and deductions 
8 employees for a full year .. . 16 employees for six months . . . or 
employees for a quarterly period. « Can also be adapted to 
bi-weekly, semi-monthly and monthly pay periods if separate 
records are used. ¢ Easy to use. Duplicate perforated sheet 
statement for employees. No figures to recopy. All records made 
one writing. Original and recap sheets on “Eye-Ease" paper. 


Available in 2 styles... No. 565 Tumbler Bound Style and No. 
in Loose Leaf Form. Write for descriptive folder No, PR3. 
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IIREADY THIS MONTH — the 


ST ACCOUNTANTS’ 








‘ODORE LANG 
£0/TOR 





C.P.A. 















THEODORE LANG, M.B.A., 
Editor-in-Chief 
Assisted by a Board’ of more than 70 
Contributing and Consulting Editors, 
representing cost experience in manu- 
facturing of practically every type. 


25 SECTIONS 


Put at your command the best 
modern practice 
Reports, Analysis and Centrol. Varia- 


tion Analysis. Cost Classifications. The 
po prpartmens. Organizing the Cost 
rds. 





Setting Standard Costs. Operation of 
Standard Costs. Specific Order Cost Sys- 
ems. Continuous Process Cost Systems. 
ond and By-Product Costs. Estimated 
osts. 


Material Purchases. Material Costs 
a Inventories. Scrap, Waste, and 
lage. Timekeeping and Payrolls. 
labor Costs. Overhead Accumulation. 
Overhead Distribution. Overhead and 
ae Cost. Overhead and Normal 
y. 
Research and Development Costs. Plant 
and Depreciation, Budgets. Trade 
Associations and Uniform Systems. Sta- 
eal and Mathematical Methods. 


500 working forms, $77.50 





tharts, table, and other 
lustrations, 1500 pages. 


first HANDBOOK 


_for every man who works with costs, everywhere that costs are kept— 


An. unequaled fund of technical working information on 
cost accounting in manufacturing, organized for ready use, 
to aid in sound judgment and constructive accomplishment. 


Meets a Major Need, 
pee NCE of the Cost ACCOUNTANTS’ 
cost accounting as great as did the 


Unfilled Until Now 
HANDBOOK marks an advance in 
Accountants’ Handbook twenty 


years ago by this Company in the field of commercial and financial 


accounting. 


In one up-to-date, inclusive Handbook are now brought together for 
your use the far-reaching developments in cost accounting in recent 


years. 


Here are set forth the full scope of the cost accountants’ work; 


the 


principles, techniques and methods by which he accomplishes his re- 
sults; what he has been able to achieve; and the relationships of his 
work to that of the general accountant on the one hand, on the other 


that of the engineer. 


An Ever-Present, Never-Failing Assistant on Cost Problems 
Throughout Manufacturing Plants Both Large and Small 


Nowhere else can you get so much 
convenient, concentrated usable infor- 
mation showing you how to tackle all 
kinds of cost problems systematically; 
how to organize the work; how to get 
the results wanted in the best way—with 
full detail for successful application. 


Check of any company’s methods, 
any proposed plan, against the Hand- 
book will yield rich rewards. Time and 
again you will discover overlooked op 
portunities for getting better cost infor 
mation, and for substantial savings ir 
time and effort required to obtain it. 


Profit from the Work and Experience of 
Others in a Wide Range of Industries 


You can draw on the Cost AccountT- 
ants’ HANDBOOK for answers to prob- 
lems closely parallel to your own, al- 
ready fully worked out by organiza- 
tions whose conditions have well justi- 
fied the most intensive efforts to get 
the right solution. 

This Handbook gives you one of the 
most valuable aids you could possibly 


have—a widened knowledge of means 
and methods of other cost account- 
ants, other plants, other lines of manu- 
facturing. 

The volume will stand up under 
years of constant use; the sturdy, 
flexible binding, with its heavy gilt 
stamping, is built for service. 


ORDER NOW to Receive a Copy at Earliest Moment! 


To receive as soon as possible after issue the wealth of tested, expert working 


data which is this new Cost 
form below. 


ACCOUNTANTS’ 


HANDBOOK, send in now the order 





THE RONALD PRESS COMPANY 





15 East 26th St., New York 10, N. Y. 

Send me a copy of the new Cost Accountants’ 
Handbook. Within 5 days after it reaches me, I 
will send the price, $7.50, plus a few cents post- 


MAIL 


age, or, if not satisfied, I will return the book. 
[Ve pay delivery if you remit with order.) THIS 
7 Perry Terre rere rir er Try Pe 
(PLEASE PRINT) M951 ORDER 

PSs dv. di taenas ewien ss Sees POGISTION:. «<0 «cece 

(Must be filled in unless you remit with order) ae) a | 
BUSINESS ADDRESS: . o.. 0.60:5 sdsciecssiewcenceeee TODAY ‘ 
CWE n.c viilccvacnccsteenes cannes i) er 

(Include Postal Unit No., if any) 





THE RONALD PRESS COMPANY, New York 








944 


Publishers also of the ACCOUNTANTS’ HANDBOOK 
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What good is a *10.00 raise 
.. «if it then costs you *12.00 more to live? 


URE WE ALL want a raise... but raises 
S today are bad medicine. And here’s why... 
Suppose you do get a raise... and a lot of 
others get one, too. What happens? The cost 
of manufacturing goes up. Naturally your 
boss has to add this increase in cost to the 
price he asks the retailer. And the retailer, in 
turn, raises his price to the consumer. . . 
that’s YOU. 

So what good is a raise if your living costs 
go up even faster? 

Of course, it’s hard to give up the luxuries 
of life... and even harder to give up some of 
the necessities. But this is War! And when 
you think of the sacrifices our fighting men 
are making... many of them giving up their 
lives for us . . . no sacrifice we can make 
should be too great. 

So... start doing these seven things now... 
1. Buy only what you need. Take care of 

what you have. 


A United States War message prepared by the War Advertising Council; approved by the Office af Wor Information; 
and contributed by the Magazine Publishers of America. 


“oO 
“A 


2. Don’t try to profit from the war. Don’t ask 
more than you absolutely must for what 
you have to sell. 

3. Pay no more than ceiling prices. Buy ra- 
tioned goods only by exchanging stamps. 

4. Pay taxes willingly. 

5. Pay off your old debts—all of them. 

6. If you haven’t a savings account, start one. 

If you have an account, put money in it 

—regularly. Put money in life insurance, 

too. 

Buy and hold War Bonds. Don’t stop at 

10%. Remember—Hitlerstopsatnothing! 


7 


Use it up... Wear it out. 
Make it do... Or do without. 
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Cancer 
can be 


cured 


Learn the danger signals! 
Get early diagnosis and prompt treatment. 
Delay is dangerous! 


If you are a resident 

of the Metropolitan area of New York, 

write the NEW YORK CITY CANCER COMMITTEE— 
130 East 66th Street, New York 21, N. Y. 


SOCIETY FOR THE CONTROL OF CANCER 
350 MADISON AVENUE, NEW YORK 17, NW. Y. 
44 337 
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THE SOBELSOHN 
C. P. A. Examinations Training Courses 


offer intensive and effective preparation for C.P.A. Examinations in New 
York State and elsewhere. Three, Five and Nine Month Courses meet 


Inaiv 2 . s 

“vidual needs: ‘Taxation Courses 
covering Federal and State income taxes, social security taxes, etc., fully meet 
the requirements of accountants and others seeking a comprehensive working 
knowledge of tax practice. 


NEW YORK C.P.A. THEORY QUESTIONS WITH ANSWERS 
| By JOSEPH C. MYER, B.S., LL.D. 


Certified Public Accountant of the States of New Jersey and New York. 
Late Dean of St. John’s University, School of Commerce 


Revised and brought up-to-date by 
ANDREW NELSON, LL.B., C.P.A. 


and 


JACOB SOBELSOHMN, B.C.S., C.P.A. 
NOW AVAILABLE FOR DISTRIBUTION 


For details, communicate with 
JACOB SOBELSOHN, C.P.A. 
250 West 57th St. (Fisk Building) Rooms 1327-28 New York 19, N. Y. 
Telephone COlumbus 5-08.19 

















Subscription 





New York CERTIFIED PUBLIC 
ACCOUNTANT 


MONTHLY BULLETIN 
Three Dollars Annually 


Office of the 
NEW YORK STATE SOCIETY 
OF CERTIFIED PUBLIC ACCOUNTANTS 


15 EAST 41st STREET, NEW YORK 17, N. Y. 














